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Cutting  Back  on  Consumption: 
The  Experience  of 
Older  Households1 2 

By  Marilyn  Doss  Ruffin 
Consumer  Economist 


Increases  in  average  income  of  older  con¬ 
sumers  as  a  group  have  led  to  a  misperception 
by  some  that  economic  distress  among  this 
group  no  longer  persists  to  any  significant  de¬ 
gree.  Data  examined  in  this  analysis  of  older 
married-couple  households  indicate  that  more 
than  one  in  four  among  this  group  cut  back  on 
a  basic  consumption  area  (food,  energy,  or 
medical  care)  because  of  "money  problems." 
Cuts  were  most  frequent  among  households 
having  low  incomes,  no  savings,  nonmortgage 
debt,  or  outstanding  medical  bills.  Households 
whose  main  income  was  from  Social  Security 
were  more  likely  to  report  cuts  than  were 
households  reporting  pension  or  earnings  as 
the  main  income  source.  Health  and  safety  ap¬ 
pear  to  be  major  considerations  that  need  to  be 
addressed  in  consumer  education  programs  for 
older  consumers. 


Introduction 

TThere  is  little  disagreement  about 
the  plight  of  the  substantial  propor¬ 
tion  of  older  households  that  are 
clustered  at  the  lower  end  of  the  in- 
come  distribution.  These  poor  and 
near-poor  households  are  quite  vul¬ 
nerable  to  cost-of-living  increases  as 
well  as  to  other  sources  of  financial 
stress.  Furthermore,  many  in  this 
financially  disadvantaged  group  live 
alone,  are  very  old,  have  frail  health, 
and  an  increased  need  for  costly 
medical  care  or  for  services  that 
allow  for  continued  independent 
living  in  the  community.  These 
problems  compound  the  difficulty  of 
using  available  income  to  achieve 
even  a  minimally  acceptable  level  of 
living. 


1  Mary  N.  Talbot,  Social  Science  Analyst, 
provided  technical  assistance  on  this  project. 
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“  Bureau  of  the  Census,  U.S.  Department  of 
Commerce,  P-60  Consumer  Income  series. 


Cross-sectional  data  show  that 
over  the  last  decade  or  so,  however, 
the  proportion  of  older  households 
below  the  poverty  level  has  declined. 
In  addition,  average  income  in  real 
terms  for  the  group  that  constitutes 
the  population  of  older  households 
has  been  higher  in  recent  years  than 
was  the  case  for  earlier  cohorts. 
Longitudinal  data,  on  the  other 
hand,  which  trace  the  experience  of 
particular  households  over  time, 
have  demonstrated  that  lower  real 
income  and  increased  incidence  of 
poverty  more  likely  are  the  case  for 
an  older-consumer  household  as 
members  age  and  as  household  com¬ 
position  changes  when  one  member 
dies  (2, 3,  4 ,  6). 

Consumer  Expenditure  Survey 
data,  obtained  by  the  U.S.  Depart¬ 
ment  of  Labor,  Bureau  of  Labor 
Statistics  (BLS),  as  well  as 
demographic  information  on  older 
consumers  suggest  that  there  are 
differences  in  the  cost  of  living  for 
older  consumers  compared  with  all 
consumers.  Because  of  a  generally 
smaller  total  budget,  the  share 
allocated  to  major  necessities  —  for 
example,  energy  or  food  —  may  be 
greater.  Furthermore,  older 
households  may  have  consumption 
patterns  based  on  earlier  consumer 
decisions  and  acquisitions,  and  cur¬ 
rent  needs  may  require  greater 
levels  of  health-related  goods  and 
services  than  in  earlier  years.  Thus, 
there  may  be  little  discretionary 
flexibility  in  the  older  consumer’s 
budget  to  accommodate  increases  in 
price  or  in  quantities  of  goods  and 
services  needed  for  maintaining 
health  and  independence.  For  ex¬ 
ample,  among  older  homeowners, 
current  housing  typically  was  ob¬ 


tained  during  an  earlier  period  of 
consumption,  and  the  older  con¬ 
sumer  may  be  "over  housed"  —  i.e., 
have  a  home  that  was  designed  to 
accommodate  a  larger  family  with 
children  at  home  rather  than  the 
typically  1-  or  2-person,  older- 
consumer  household.  Housing  costs 
such  as  energy  or  taxes  thus  may  be 
disproportionately  high. 

Small  household  size  limits  the 
economies  that  are  possible  in  the 
household’s  food  budget.  USDA’s 
estimates  of  the  Cost  of  Food  at 
Home  suggest  that  compared  with  a 
4-person  household,  the  2-person 
household  might  need  to  spend  10% 
more  per  person,  and  the  1-person 
household  20%  more  per  person  to 
achieve  the  same  level  of  food  con¬ 
sumption.  Medical  care  consumes  a 
larger  proportion  of  the  older 
household’s  budget  because  of  (a) 
health  care  needs  that  may  increase 
as  household  members  age,  and  (b) 
higher  out-of-pocket  costs  for  health 
insurance  premiums  for  older  con¬ 
sumers,  who  are  less  likely  to  have 
such  costs  offset  by  an  employer 
contribution,  and  (c)  a  generally 
lower  total  budget  than  households 
of  all  ages,  particularly  if  neither 
spouse  is  in  the  labor  force. 

Living  costs  for  older  consumers 
rose  slightly  more  than  for  all 
consumers  during  the  5-year  period 
from  1982  to  1987  (11).  This  finding 
is  based  on  an  experimental  Con¬ 
sumer  Price  Index  computed  by  BLS 
for  older  consumers  in  response  to  a 
provision  of  the  1987  reauthorization 
of  the  Older  Americans  Act.  All 
items  rose  19.5%  for  older  con¬ 
sumers,  compared  with  18.2%  for 
CPI-U  consumers,  and  16.5%  for 
CPI-W  consumers.  Shelter,  energy, 
and  medical  care  had  major  impact 
on  overall  increases  during  the 
period  (see  box  ). 

The  objective  of  the  analysis 
reported  here  is  to  examine  cuts 
made  "because  of  money  problems" 
in  specified  areas  of  household  con¬ 
sumption  by  married-couple 


3  U.S.  Department  of  Agriculture,  Human 
Nutrition  Information  Service. 
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CPI  For  Older  Consumers 

An  experimental  Consumer 
Price  Index  for  Older  Americans 
was  developed  by  the  U.S.  Depart¬ 
ment  of  Labor,  Bureau  of  Labor 
Statistics  (BLS),  in  response  to  a 
provision  of  the  1987  reauthoriza¬ 
tion  of  the  Older  Americans  Act. 
The  legislation  called  for  a 
"reweighted  index  of  consumer 
prices  which  reflects  the  expendi¬ 
tures  for  consumption  of  older 
Americans  62  years  of  age  and 
older."  The  older  consumer  group 
included  unrelated  individuals 
ages  62  and  over  and  households 
whose  reference  person  or  spouse 
was  62  years  or  older.  The  ex¬ 
perimental  index  was  constructed 
for  the  years  1982  to  1987.  Using 
this  index,  BLS  was  able  to  com¬ 
pare  the  older  consumer  group 
with  the  population  represented  by 
the  CPI-U  (all  urban  consumers) 
and  CPI-W  (urban  wage  earners) 
on  several  characteristics  related 
to  the  cost  of  living.  At  present, 
cost-of-living  adjustments  to  Social 
Security  benefits  are  based  on 
percentage  change  in  the  CPI-W. 


households  who  completed  inter¬ 
views  in  the  1983  Survey  of  Aging 
Veterans.  Food  purchases,  house¬ 
hold  energy,  medical  care,  and  enter¬ 
tainment  are  the  areas  addressed. 

Methods 

Data 

Data  used  in  this  study  are  from 
the  1983  Survey  of  Aging  Veterans 
(13).  Economic  and  health  charac¬ 
teristics  of  households  that  included 
a  veteran  55  years  or  older  were  the 
primary  focus  of  the  Survey.  The 
U.S.  Veterans  Administration  (VA) 
developed  the  Survey  to  help  project 
veterans’  future  needs  for  VA 


Differences  between  the  ex¬ 
perimental  index  and  the  CPI  are 
summarized  below:1 

•  The  older  group  were  more 
likely  to  live  in  small  cities  or  in 
large  cities  that  had  low  rates 
of  economic  growth  during  the 
first  half  of  the  eighties. 

•  Older  consumers  had  expendi¬ 
tures  that  differed  in  relative 
weight  or  budget  share  from 
households  of  all  ages,  as 
measured  by  either  the  CPI-U 
or  CPI-W,  with  housing  and 
medical  care  having  consider¬ 
ably  higher  relative  weights 
than  for  all  households. 

•  Homeowners’  expenses  had 
more  weight  for  older 
Americans  (26%,  compared 
with  19%  for  the  CPI-U 
population).  The  older  group 
also  spent  a  greater  proportion 
of  their  budget  on  heating  oil 
and  electricity. 

•  Medical  care  expenditures  had 
weights  at  least  50%  higher 
than  for  either  the  CPI-U  or 


A  summary  of  the  report  to  Congress  is 
published  as  press  release  USDL-88-  317.  To 
obtain  a  copy  call  BLS  at  202-523-1913. 


benefits  and  programs.  By  1990 
more  than  half  of  the  American  male 
population  age  65  and  older  will  be 
veterans. 

The  Survey  was  conducted  by 
Louis  Harris  and  Associates.  In 
order  to  obtain  a  geographically  rep¬ 
resentative  sample  of  all  veterans 
age  55  and  older  in  the  U.S.  popula¬ 
tion,  the  Harris  organization 
developed  a  national  area  prob¬ 
ability  sample  of  approximately 
50,000  households;  34,552  house¬ 
holds  were  screened,  yielding  3,992 
households  reporting  an  eligible 
veteran  member.  In-person  inter¬ 
views,  which  took  about  1  hour,  were 
completed  with  3,013  veterans. 


CPI-W  populations.  Older  con¬ 
sumers  spent  more  of  their 
medical  care  budget  on 
prescription  drugs  and  health 
insurance  premiums  and  less 
on  hospital  and  related  services 
than  did  consumers  of  all  ages. 

•  Within  the  food  and  beverage 
category,  older  households 
spent  relatively  less  on  food 
away  from  home  and  on  al¬ 
coholic  beverages  than  all  CPI 
households. 

•  Data  were  not  sufficiently 
detailed  to  determine  whether 
older  consumers  purchase  dif¬ 
ferent  brands  or  sizes  of 
products  or  shop  at  different 
types  of  retail  outlets  than  do 
all  CPI  households;  therefore, 
the  issue  of  possible  differen¬ 
ces  in  prices  paid  could  not  be 
assessed. 

New  and  comprehensive  survey 
data  would  be  needed  in  order  to 
refine  and  regularly  produce  a  reli¬ 
able  CPI  for  Older  Americans. 
Time  and  costs  of  such  an  under¬ 
taking  would  be  substantial.  There¬ 
fore,  at  present,  BLS  does  not  plan 
to  develop  a  full-scale  and  ongoing 
CPI  for  Older  Americans. 


The  age  distribution  of  older 
male  veterans  differs  somewhat  from 
the  distribution  of  older  males  in  the 
U.S.  population.  The  proportion  of 
the  male  population  who  served  in 
the  Armed  Forces  was  quite  low 
until  World  War  II;  therefore, 
veterans  overrepresent  younger  age 
cohorts  among  the  55  and  over  male 
population.  Two-thirds  of  the 
veterans  surveyed  were  ages  55  to 
64,  compared  with  one-half  of  the 
male  U.S.  population  ages  55  and 
over  in  1983.  The  veteran  group  is 
better  off  financially  than  the  older 
male  population  as  a  whole,  partly 
because  of  the  disproportionate  age 
distribution.  Even  when  compared 
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with  nonveterans  of  the  same  ages, 
however,  the  veteran  group  is  better 
off.  They  have  a  somewhat  higher 
educational  level,  and  their  occupa¬ 
tional  status  reflects  that  difference. 
For  example,  operatives  and  un¬ 
skilled  labor  positions  are  less  com¬ 
mon  among  the  veterans.  These 
differences  suggest  that  economic 
problems  found  among  the  veteran 
population  would  be  experienced 
with  greater  frequency  or  intensity 
among  the  entire  U.S.  population  of 
older  households. 

The  veteran  was  the  respondent; 
as  home  management  tasks  that  re¬ 
late  to  food  and  financial  manage¬ 
ment  generally  involve  the  female 
head  of  household,  some  degree  of 
reporting  error  may  have  occurred 
in  obtaining  information  from  the 
husband.  Furthermore,  survey  ques¬ 
tions  concerned  only  cuts  made  in 
response  to  perceived  money 
problems.  Thus,  cuts  because  of 
changes  in  need  or  lifestyle  were  not 
recorded. 

This  analysis  is  limited  to 
households  that  included  husband 
and  wife,  with  or  without  other  per¬ 
sons  present  4  Most  of  the  older 
veterans  in  the  Survey  lived  in 
husband-wife  households  (83%). 
There  were  relatively  few  female 
veterans  in  the  cohort  (3%),  which 
meant  the  U.S.  population  of 
single  females  was  vastly  under¬ 
represented.  Female-veteran 
households,  therefore,  were  ex¬ 
cluded  from  the  present  analysis. 
Those  households  in  which  the  male 
veteran  was  not  married  also  were 
selected  out  in  order  to  achieve  a 
subsample  that  was  relatively 
homogeneous  in  composition.  The 
subsample  included  2,480  married- 
couple  households.  Because  married- 
couple  households  are  better  off 
economically  than  older  households 
of  other  household  configurations, 
we  would  expect  economic  problems 
to  be  less  frequent  or  less  intense 


4  Most  of  the  households  in  this  analysis  in¬ 
cluded  husband  and  wife  only  (63%)  or  hus¬ 
band  and  wife  and  just  one  additional  mem¬ 
ber  (22%). 


among  these  households  than  among 
household  types  not  evaluated  in  the 
present  analysis.  Older  females 
living  alone  generally  are  identified 
as  the  least  well-off  subgroup  among 
older  consumers.  In  1983  female, 
nonfamily  households  accounted  for 
about  one-sixth,  one-third,  and  one- 
half  of  the  U.S.  population  aged  55 
to  64,  65  to  74,  and  75  and  over, 
respectively  (9). 

The  analysis  presented  here 
focuses  on  "older"  consumers  — those 
with  householder  age  55  or  over  — 
rather  than  "elderly"  consumers  ages 
65  and  over.  Adequate  sample  size 
was  one  major  consideration  in 
selecting  55  as  the  age  threshold  for 
examining  cuts  in  consumption.  Two- 
thirds  of  the  survey  respondents 
were  younger  than  age  65,  and  near¬ 
ly  one-third  were  younger  than  age 
60.  Various  lower-age  thresholds 
have  been  used  in  consumer  re¬ 
search  (5).  Age  65  frequently  is  used 
as  the  lower-threshold  age.  That  age, 
however,  would  exclude  a  substantial 
part  of  the  retired  population.  Also, 
persons  still  in  the  labor  force  but 
nearing  retirement  may  have  current 
consumption  that  is  affected  by 
choices  intended  to  facilitate 
economic  well-being  during  retire¬ 
ment.  Older-consumer  households 
under  age  65  have  higher  average 
household  income  as  well  as  higher 
net  worth  than  those  who  are  65 
years  and  over.  The  Survey  of  Aging 
Veterans,  however,  revealed  little 
difference  among  age  groups  in  in¬ 
cidence  of  consumption  cuts.  A 
tabulation  by  the  VA  of  each  area  of 
financially-prompted  consumption 
cuts  shows  that  rates  were  virtually 
the  same  for  age  groups  55  to  59,  60 
to  64,  65  to  69,  and  70  to  74  years, 
whereas  the  group  75  years  and  over 
reported  lower  incidence  (13).  The 
lower  rate  for  those  75  years  and 
over  likely  is  due  to  several  factors 
including  fewer  observations  (and 
thus,  larger  expected  sampling 
error),  making  cuts  earlier  in  the 
retirement  period,  and  using  that 
lower  point  of  reference  as  the  cur¬ 
rent  norm.  There  also  may  be  a 


greater  reluctance  by  the  oldest 
group  to  admit  to  any  problems  that 
might  lead  others  to  question  the 
household’s  ability  to  continue  to 
live  independently  in  the  community. 
The  data  include  no  assessment  of 
the  degree  to  which  consumption 
was  cut  or  whether  problems  in 
health  or  safety  may  have  resulted 
from  such  cuts.  The  fact  that  a 
household  reported  a  cut  does  not 
necessarily  mean  that  a  reduced 
quality  of  life  is  linked  with  that  cut. 
Additional  data  would  be  needed  to 
conclude  with  certainty  what  per¬ 
centage  of  these  households  ex¬ 
perienced  perceptible  negative 
effects. 

Variables  and  Procedures 

Variables  used  in  the  present 
analysis  of  married-couple 
households  were  husband’s  age; 
household  income  (reported  in  incre¬ 
ments  of  $5,000);  whether  the 
household  had  savings,  had  non¬ 
mortgage  debt,  or  owed  for  medical 
bills;  and  whether  the  household 
reported  having  to  "cut  down  on  ... 
(or)  go  completely  without  because 
of  money  problems"  in  any  of  several 
consumption  areas.5 

The  consumption  cuts  evaluated 
in  this  analysis  are  food  purchases, 
medical  care  (including  drugs),  ener¬ 
gy  (e.g.,  heat  or  hot  water),  and 
entertainment.  Information  was  tabu¬ 
lated  on  areas  cut,  patterns  of  cut¬ 
ting,  and  household  economic 
variables  related  to  whether  or  not  a 
"necessity"  was  cut.  Necessity  was 
defined  to  include  the  basic  con¬ 
sumption  areas  of  food,  energy,  and 
medical  care;  households  reporting 
cuts  in  at  least  one  of  those  consump¬ 
tion  areas  were  described  as  cutting 
back  on  a  necessity.  Entertainment 
was  not  classified  as  a  necessity. 


5  Quoted  from  page  40  of  the  survey  ques¬ 
tionnaire,  questions  95a  and  95b,  in  Survey  of 
Aging  Veterans.  A  Study  of  the  Means. 

Resources,  and  Future  Expectations-of 

Veterans  Aged  55  and  Over  (13). 
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Results 

Tables  1  to  4  present  information 
on  consumption  cuts  by  area  of 
budget,  patterns  of  cutting  back,  and 
economic  status  measures.  More 
than  one  in  four  of  the  older- 
consumer  couples  surveyed  reported 
a  cut  in  one  or  more  of  the  basic  con¬ 
sumption  areas  of  food,  energy,  or 
medical  care.  Of  those  areas,  energy 
was  most  frequently  cut,  followed 
closely  by  food,  see  table  1.  Medical 
care  was  cut  by  substantially  fewer 
households.  The  area  most  frequent¬ 
ly  cut  was  entertainment  (31%), 
which  in  this  analysis  was  not  clas¬ 
sified  as  basic  consumption.  The 
high  incidence  of  cuts  in  that  area 
suggest  that  when  older  consumers 
are  faced  with  the  need  to  cut  back, 
discretionary  areas  are  likely  to  be 
cut  first. 

Of  the  households,  27%  cut  at 
least  one  of  the  areas  defined  in  this 
analysis  as  basic  consumption,  and 
an  additional  13%  (though  not  cut¬ 
ting  back  in  any  of  the  three  basic 
consumption  areas)  reported  they 
had  reduced  entertainment  because 
of  money  problems  (table  2).  Two- 
thirds  of  those  households  that  cut  a 
necessity  also  reported  cutting  back 
on  or  completely  doing  without 
entertainment. 

A  tabulation  of  patterns  of  con¬ 
sumption  cuts  by  the  older  married 
couples  studied  shows  that  similar 
proportions  were  cutting  either  one 
necessity  (15%)  or  entertainment 
only  (13%)  (table  2).  When  only  one 
area  (i.e.,  entertainment,  energy, 
food,  or  medical  care)  was  cut  back, 
entertainment  was  the  most  frequent¬ 
ly  cut.  When  any  one  necessity  was 
cut,  energy  was  the  most  frequent 
followed  by  food.  About  12%  were 
cutting  two  or  more  basic  consump¬ 
tion  areas.  Households  cutting  back 
on  two  basic  consumption  areas 
typically  cut  energy  and  food;  two- 
thirds  of  households  cutting  two 
necessities  followed  that  pattern. 

Selected  economic  characteristics 
of  households  included  in  this 
analysis  are  presented  in  table  3.  The 
economic  characteristics  include 
having  very  low  income,  having 


moderate  income  or  higher,  main 
income  source,  having  savings  ac¬ 
count,  owing  medical  bills,  and 
having  nonmortgage  debt.6 

Results  show  that  households 
making  financially  prompted  cuts  in 
basic  consumption  areas  were  disad¬ 
vantaged  relative  to  households  not 


6  Income  of  less  than  $10,000  was  con¬ 
sidered  to  be  "very  low  income";  125%  of 
poverty  also  fell  within  this  interval.  The 
poverty  threshold  in  1983  was  $6,023  for  2- 
person  households  with  householder  age  65 
and  over,  versus  $6,697  with  householder 
under  age  65,  and  $7,938  for  all  3-person 
households  (2).  Income  of  $15,000  or  higher 
was  considered  "moderate  income"  for  this 
analysis.  That  level  roughly  corresponds  to 
the  minimum  level  considered  "middle  class" 
when  68%  of  U.S.  median  family  income  is 
used  as  the  lower  threshold  (12).  For  further 
information  refer  to  Michael  W.  Horrigan 
and  Steven  E.  Haugen,  1988,  "The  declining 
middle-class  thesis:  a  sensitivity  analysis," 
Monthly  Ixtbor  Review  111151:3-13. 


making  such  cuts  in  all  economic 
measures  used.  However,  in  both 
groups  most  households  had  some 
level  of  savings,  and  few  households 
had  nonmortgage  debt.  Households 
who  cut  back  on  necessities  were 
less  likely  to  report  a  savings  account 
(58%),  compared  with  households 
with  no  cut  in  necessities  (82%).  The 
lower  proportion  with  savings  among 
those  who  made  cuts  may  be  due  to 

(a)  depletion  of  savings  as  well  as 
cutting  back  on  basic  consumption 
in  response  to  financial  stress,  and 

(b)  basic  differences  in  economic 
status  and  consumer  characteristics 
of  the  two  groups  that  affected  the 
ability  to  save  during  earlier  time 
periods.  Substantial  differences 
among  the  two  groups  were  evident 
in  the  area  of  health  care;  the 
proportion  that  had  outstanding 
medical  bills  was  more  than  double 


Table  1.  Areas  cut  because  of  "money  problems" 


Areas  cut 

Percent  of  households1,  2 

(n  =  2,480) 

Food . 

15.7 

Medical . 

10.0 

Energy . 

17.9 

Entertainment  . 

30.6 

1  Married-couple  households,  husband  age  55  years  or  older. 

2  Percentages  based  on  weighted  data. 

Source:  Special  analysis  of  data  from  the  Survey  of  Aging  Veterans  (1983),  U.S.  Veterans  Administration. 

Table  2.  Necessities  cut  because  of " 

money  problems" 

Areas  cut 

Percent  of  households1,  2 

(n  =  2,480) 

At  least  one  necessity: 

26.6 

One  necessity . 

14.5 

Food  . 

4.8 

Energy . 

7.0 

Medical  . 

2.7 

Two  necessities . 

6.9 

Food  and  medical . 

1.1 

Food  and  energy . 

4.7 

Energy  and  medical  . 

1.1 

Three  necessities  . 

5.2 

No  necessities: 

73.4 

Entertainment  only . 

12.8 

No  cuts  . 

60.6 

1 

2 


Married-couple  households,  husband  age  55  years  or  older. 
Percentages  based  on  weighted  data. 


Source:  Special  analysis  of  data  from  the  Survey  of  Aging  Veterans  (1983),  U.S.  Veterans  Administration. 
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Table  3.  Selected  household  economic  characteristics1, 2 


Characteristic 

All 

households 
(n=  2,480) 

Households  that 
cut  any  necessity 
(n  =  668) 

Households  that 
did  not  cut  any 
necessity 
(n  =  1 ,812) 

Percent  with  characteristic 

.5 

Very  low  income3'  4 . 

14.8 

33.7 

7.5 

Moderate  income  or  higher3,  6 

69.6 

42.9 

79.8 

Main  income  source: 

Social  Security . 

17.4 

24.9 

14.6 

Pension . 

18.4 

14.7 

19.5 

Earnings . 

48.1 

41.2 

50.6 

Has  savings  account . 

75.9 

58.1 

82.5 

Owes  medical  bills  . 

11.9 

22.2 

8.2 

Has  nonmortgage  debt . 

27.2 

35.0 

24.3 

1  Married-couple  households,  husband  age  55  years  or  older. 

2  For  each  of  the  economic  characteristics  listed,  the  households  that  cut  a  necessity  differed  significantly  from  those 
that  did  not  cut,  chi  square  (p  <  .001 ). 

3  Excludes  the  290  households  that  did  not  report  income. 

4  Income  within  or  below  reporting  interval  that  includes  125%  of  poverty  (i.e.,  less  than  $10,000).  See  p.  5  of  text. 

5  Percentages  based  on  weighted  data. 

6  Income  at  least  $15,000,  which  is  approximate  lower  boundary  for  "middle  class,"  when  defined  as  68%  or  more  of 
median  family  income.  See  p.  5  of  text. 

Source:  Special  analysis  of  data  from  the  Survey  of  Aging  Veterans  (1983),  U.S.  Veterans  Administration. 


Table  4.  Necessities  cut  because  of  "money  problems,"  by  selected 
household  economic  characteristics1 


Households  with  characteristic 


Characteristic 

Number 

Percent  cutting 
any  necessity2 

All  households  . 

2,480 

26.6 

Income 

Very  low  income3,  4 

Yes  . 

326 

63.3 

No . 

1,864 

21.5 

Moderate  income  or  higher:3,  5 

No . 

670 

52.0 

Yes  . 

1,520 

17.1 

Main  income  source: 

Social  Security . 

432 

38.1 

Pension . 

457 

21.4 

Earnings . 

1,183 

22.7 

Financial  management 

Has  savings: 

No . 

592 

46.8 

Yes  . 

1,859 

20.6 

Has  nonmortgage  debt: 

Yes  . 

664 

34.6 

No . 

1,787 

24.0 

Owes  medical  bills: 

Yes  . 

299 

49.4 

No . 

2,181 

23.5 

1  Married-couple  households,  husband  age  55  years  or  older. 

2  Percentages  based  on  weighted  data. 

3  Excludes  the  290  households  that  did  not  report  income. 

4  Income  within  or  below  reporting  interval  that  includes  125%  of  poverty  (i.e.,  less  than  $10,000).  See  p.  5  of  text. 

5  Income  at  least  $15,000,  which  is  approximate  lower  boundary  for  "middle  class,1'  when  defined  as  68%  or  more  of 
median  family  income.  See  p.  5  of  text. 

Source:  Special  analysis  of  data  from  the  Survey  of  Aging  Veterans  (1983),  U.S.  Veterans  Administration. 


for  the  group  that  made  cuts  in  basic 
consumption  areas. 

Very  low  income  (i.e.,  "in  poverty" 
or  "near  poverty")  frequently  is  used 
as  an  indicator  that  dire  economic 
circumstances  exist  for  a  household. 
Households  with  very  low  income 
were  more  likely  than  those  with  in¬ 
come  above  that  level  to  report  cuts, 
63%,  and  22%,  respectively  (table 
4).  When  income  was  classified  as 
moderate  or  higher,  differences  be¬ 
tween  the  two  response  groups  still 
were  pronounced  (17%  vs.  52%). 
Households  whose  main  income 
source  was  pension  or  earnings  were 
much  less  likely  to  report  cuts  than 
were  households  whose  main  income 
was  from  Social  Security.  These  dif¬ 
ferences  no  doubt  reflect  the  rela¬ 
tively  lower  income  levels  of 
households  in  the  latter  group. 
Selected  financial  management  char¬ 
acteristics  of  the  households  also 
were  related  to  the  likelihood  of  cut¬ 
ting  back  on  necessities  because  of 
money  problems.  Households  who 
had  no  savings,  who  had  non¬ 
mortgage  debt,  or  who  owed  medi¬ 
cal  bills  were  more  likely  to  report 
cutbacks. 

Discussion 

The  data  analyzed  in  this  Family 
Economics  Review  article  were  col¬ 
lected  in  1983.  Since  that  time,  shel¬ 
ter,  energy,  and  medical  care  have 
been  significant  sources  of  inflation 
(77).  Thus,  the  difficulties  that  the 
older  consumers  were  experiencing 
in  1983  (and  which  led  to  cuts  by  a 
substantial  proportion  of  households 
in  one  or  more  basic  consumption 
areas)  likely  have  persisted  over 
time.  The  households  included  in 
this  analysis  were  better  off  economi¬ 
cally  than  older  consumers  in 
general.  Yet,  more  than  one  in  four 
reported  cutting  back  on  food  pur¬ 
chases,  heat,  hot  water,  or  medical 
care  because  of  "money  problems." 
Furthermore,  the  additional  13% 
that  cut  only  entertainment  include 
some  that  are  likely  to  cut  basic  con¬ 
sumption  in  a  later  time  period 
should  the  level  of  financial  difficulty 
persist  or  increase  in  severity. 
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Implications  of  Findings  for 
Quality  of  Life  and  Consumer 
Education 

Health  or  safety  problems  are 
likely  to  be  a  very  real  possibility  for 
some  households  who  cut  back  on 
food  purchases,  heat  or  hot  water,  or 
medical  care.  Particularly  at  risk  are 
those  households  with  very  low  in¬ 
comes,  households  with  unusually 
high  expenses  that  must  be  paid 
during  a  current  time  period 
(e.g.,  a  high  fuel  oil  bill  or  a  major 
medical  bill)  and  which  exceed 
money  income  for  that  period,  and 
households  whose  savings  have  been 
depleted  or  who  were  unable  to 
achieve  a  sufficient  level  of  savings 
because  of  a  pattern  of  low  earnings 
or  unusual  expenditures. 

Irrespective  of  cause,  the  difficul¬ 
ties  apparently  experienced  by  some 
older  consumers  in  meeting  con¬ 
sumption  needs  should  be  ad¬ 
dressed.  Other  researchers  who  have 
examined  consumption  cutbacks  by 
consumers  have  identified  short¬ 
term  health,  safety,  and  legal  conse¬ 
quences  as  criteria  that  consumers 
use  to  determine  which  needs  are 
the  most  pressing  (7, 14).  In  extreme 
situations,  consumers  may  do 
without  or  severely  cut  back  on  an 
area  such  as  food  in  order  to  pay  for 
another  necessity  for  which  the  im¬ 
mediate  consequences  of  nonpay¬ 
ment  is  seen  as  a  greater  risk.  For 
example,  Shifflett  (7)  suggests  that 
food  may  be  cut  in  order  to  avoid  the 
risk  of  having  utilities  shut  off  for 
nonpayment.  Williams  describes  the 
problem  of  not  having  enough  food 
until  there  is  money  to  buy  more 
(14).  Problems  of  this  nature  may  be 
particularly  evident  among  older 
people  whose  incomes  are  low  but 
exceed  the  threshold  for  the  Food 
Stamp  Program  or  other  formal 
programs  of  food  assistance. 

Similarly,  assistance-eligible 
households  that  for  many  reasons  do 
not  receive  food  assistance  are 
another  group  for  whom  the  conse¬ 
quences  of  cutting  back  may  be  a 
problem  of  health  or  safety.  Family 
economists  and  consumer  education 
specialists  can  work  cooperatively 
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with  professionals  in  the  social  ser¬ 
vice  and  health  care  fields  (public 
health  as  well  as  the  private  sector) 
to  develop  program  strategies,  in  out¬ 
reach  efforts,  and  in  the  develop¬ 
ment  and  distribution  of  information 
for  older  households  faced  with 
making  critical  income  decisions. 
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Expenditures  of  Black 
Households'  —  Housing, 
Transportation,  Food,  and 
Clothing 

By  Joyce  Matthews  Pitts 
Home  Economist 


The  spending  patterns  of  black  households 
are  becoming  more  important  to  the  American 
marketplace  as  the  black  population  increases. 
This  article  looks  at  housing,  transportation, 
food,  and  clothing  expenditures  for  these 
households  and  considers  how  expenditure 
levels  differ  by  age  and  family  type.  Total 
household  expenditures  for  black  households 
were  $15,153  in  1985.  Spending  on  housing, 
transportation,  food,  and  clothing  totaled 
$9,124  for  younger  families,  $14,468  for  middle 
families,  and  $9,114  for  older  families.  Hus¬ 
band-wife  families  both  with  and  without 
children  and  other  families  spent  a  lesser  por¬ 
tion  of  their  income  on  housing,  transportation, 
food,  and  clothing  expenditures  than  single¬ 
parent  families  and  single  persons.  Although 
the  percent  of  income  spent  on  each  budget 
category  was  similar  for  black  and  white 
households,  black  households  actually  spent 
much  less  because  of  their  lower  income. 


T' he  black  population  is  an  impor¬ 
tant  part  of  the  consumer  sector  of 
our  economy.  There  were  28.8  mil¬ 
lion  black  persons  in  the  United 
States  in  1985  (2).  Since  projections 
estimate  a  black  population  of  34.9 
million  by  the  year  2000,  the  spend¬ 
ing  patterns  of  these  households  will 
become  even  more  important  to  the 
American  marketplace. 

Total  household  expenditures2 
averaged  $15,153  for  black  families 


1  The  terms  "household"  and  "family"  are 
used  interchangeably  throughout  the  text. 

‘  Housing  proved  to  be  the  largest  expense, 
at  32%  of  total  expenditures.  This  was  fol¬ 
lowed  by  19%  for  transportation;  18%  for 
food  and  drink;  9%  for  personal  insurance, 
Social  Security,  and  pensions;  6%  for  cloth¬ 
ing;  4%  each  for  health  care  and  enter¬ 
tainment;  and  9%  for  miscellaneous  items, 
including  tobacco,  reading,  personal  care, 
cash  contributions,  and  education. 


in  1985,  accounting  for  94%  of  their 
total  after-tax  income.3  Although 
total  expenditures  of  black  house¬ 
holds  were  considerably  less  than 
those  of  white  households,  both 
groups  allocated  similar  percentages 
of  their  incomes  to  the  various 
expenditure  categories. 

On  average,  four  essential  expen¬ 
ditures,  housing,  transportation, 
food,  and  clothing,  accounted  for  al¬ 
most  70%  of  after-tax  income  for 
black  households.  As  household  in¬ 
come  declined,  these  four  categories 
consumed  an  even  greater  portion  of 
income.  For  example,  they  ac¬ 
counted  for  at  least  80%  of  income 
for  younger  families,  single-parent 
families,  and  single  persons.  This 
paper  examines  housing,  transporta¬ 
tion,  food,  and  clothing  expenditures 
for  black  households  and  considers 
how  they  were  affected  by  age  and 
family  type,  factors  that  often  in¬ 
fluence  how  income  is  spent. 

Source  of  Expenditure  Data 

Data  used  in  this  report  were 
taken  from  the  1985  Consumer 
Expenditure  Survey  (CEX).  This 
survey,  conducted  by  the  Bureau  of 
the  Census,  U.S.  Department  of 
Commerce,  for  the  Bureau  of  Labor 
Statistics,  U.S.  Department  of 
Labor,  provided  information  on 
household  expenditures,  incomes, 
and  demographic  characteristics  of 
20,831  American  households;  11% 
of  these  families  reported  their  race 


3A11  income  numbers  refer  to  average  after¬ 
tax  income  unless  stated  otherwise. 
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as  black.  The  quarterly  expenditure 
data  were  annualized  and  weighted 
to  reflect  expenditures  of  the  total 
U.S.  population.  (See  table  1  for 
selected  characteristics  of  the 
sample.) 

Black  Household 
Expenditures 

Housing 

In  1985,  about  30%  of  the  income 
of  both  black  and  white  families  was 
spent  on  housing,  $4,863  and  $6,858 
respectively  (see  table  2).  Lower 
expenditure  levels  by  black  families 
resulted  from  their  lower  levels  of 
income  and  home  ownership.  Only 
45%  of  black  households  owned 
homes,  compared  with  65%  of  white 
households. 

Housing  expenditures  for  black 

renters  ($4,306)  were  lower  than 

housing  expenditures  for  black 

homeowners  ($5,540).  Although 

home  ownership  increased  with  the 

number  of  earners  in  the  family, 

housing  expenditures  peaked  at 

$6,515  for  two  earners  and  dropped 

by  more  than  $350  for  three  or  more 
4 

earners. 

Rural  black  families  were  much 
more  likely  to  be  homeowners 
(66%)  than  urban  black  families 
(42%).  Even  so,  at  $3,407,  rural 
households  spent  one-third  less  on 
housing  than  urban  households, 
reflecting  lower  prices  for  houses  in 
rural  areas. 

Transportation 

Transportation  expenses  for 
black  households  were  $2,933  in 
1985  — $2,720  for  the  purchase  and 
maintenance  of  vehicles  and  $213  for 
public  transportation.  Black  house¬ 
holds  spent  a  lesser  percentage  of 
their  transportation  dollar  than 
white  households  on  purchasing 
vehicles  but  a  greater  percentage  on 
vehicle  maintenance  and  public 
transportation.  Even  though  the 
average  number  of  autos  owned  was 


4  Of  the  black  households  with  three  or 
more  earners,  23%  owned  their  homes 
mortgage-free,  compared  with  only  14%  of 
the  two-earner  households. 
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Table  1.  Characteristics  of  Consumer  Expenditure  Survey  households 
by  race,  1985 


Characteristics 

All 

Black 

White 

Percent 

Age  (years): 

Younger  (30  or  under) . 

22 

23 

22 

Middle  (31  to  50) . 

38 

40 

38 

Older  (over  50)  . 

40 

37 

40 

Education: 

Less  than  high  school . 

27 

43 

26 

High  school . 

29 

27 

29 

Some  college  . 

22 

20 

22 

College  . 

12 

6 

12 

Graduate  school  . 

10 

5 

11 

Occupation: 

Professional . 

22 

10 

23 

Retail/technical/administrative . 

18 

16 

18 

Service . 

7 

12 

6 

Manufacturing/farming . 

21 

24 

20 

Other1  . 

7 

3 

8 

Not  working . 

10 

20 

8 

Retired . 

16 

15 

17 

Family  composition: 

Husband  and  wife . 

25 

15 

27 

Husband  and  wife,  with  children  . 

31 

23 

32 

Single  parent . 

6 

15 

5 

Single  person  . 

28 

27 

28 

Other  . 

10 

20 

9 

1  Other  includes  persons  in  the  armed  forces,  the  self-employed,  and  those  not  reporting  an  occupation. 
Source:  U.S.  Department  of  Labor,  Bureau  of  Labor  Statistics,  1985  Consumer  Expenditure  Survey. 


eating  at  home,  spending  only  21% 
of  their  food  dollar  on  food  away 
from  home,  compared  with  33%  for 
white  households.  Even  when  con¬ 
sidering  households  with  incomes 
over  $40,000,  spending  on  food  away 
from  home  was  37%  lower  for  black 
households  than  for  white 
households. 

Clothing 

Clothing  costs  averaged  $928  for 
black  households  in  1985.  The 
largest  portion  of  their  apparel 
budget  was  spent  on  women’s  cloth¬ 
ing,  followed  by  other  clothing  ex¬ 
penditures,5  children’s  clothing, 
men’s  clothing,  and  footwear. 

Although  both  black  and  white 
families  averaged  one  child  per 
household,  black  families  spent 
more  of  their  apparel  budget  on 
children’s  clothing,  as  shown  in  the 
following  table: 


Black  White 
(percent) 


Women's  clothing  .. 

31 

34 

Men’s  clothing  . 

14 

21 

Children’s  clothing  .  . 

19 

14 

Footwear  . 

12 

11 

Other  . 

24 

20 

Table  2.  Expenditures  as  a  percent  of  after-tax  income,  by  race,  1985 


Income  and  expenditure 

All 

Black 

White 

After-tax  income  . 

.  .  .  $22,570 

$16,088 

$23,338 

Percent 

Housing  . 

29.5 

30.3 

29.4 

Transportation . 

20.3 

18.2 

20.5 

Food . 

15.1 

15.7 

15.0 

Clothing . 

5.1 

5.8 

5.1 

Total . 

70.0 

70.0 

70.0 

Source:  U.S.  Department  of  Labor,  Bureau  of  Labor  Statistics,  1985  Consumer  Expenditure  Survey. 


the  same  for  both  rural  and  urban  Food 


black  households,  transportation 
expenditures  were  about  $270 
higher  in  rural  households,  probably 
reflecting  greater  distances  traveled 
and  lesser  availability  of  public 
transportation  in  rural  areas. 


Black  households  spent  $2,525  on 
food  in  the  survey  year,  almost 
$1,000  less  than  white  households. 
Also,  black  and  white  households  al¬ 
located  their  food  budget  differently. 
Black  households  seem  to  prefer 


Rural  black  households  spent  half  as 
much  on  clothing  ($499)  as  urban 
black  households  ($998). 

Age 

The  age  of  the  household  head 
had  a  marked  effect  on  how  the 
family  spent  their  money  and  how 
much  of  their  income  was  required 
to  cover  the  four  essential 
expenditures. 

Younger 

Younger  black  families  had  heads 
who  were  age  30  and  under  with  an 
average  age  of  25.  These  households 
had  an  income  of  $10,606  and  spent 
$9,124  (86%  of  their  income)  on 
housing,  transportation,  food,  and 


5  Other  clothing  expenditures  included 
materials  and  sewing  notions,  jewelry,  laundry 
and  dry  cleaning,  and  repairs  and  alterations, 
and  clothing  rental  and  storage. 
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clothing  in  1985  (see  table  3). 
Younger  families  spent  $791  per  per¬ 
son  for  food  and  $312  per  person  for 
clothing.6  Although  only  13%  of 
these  households  owned  homes, 
housing  expenditures  consumed 
36%  of  income,  the  most  for  any  age 
group.  Younger  families  had  limited 
savings,7  averaging  only  $1,469. 
However,  27%  of  these  younger 
household  heads  reported  having 
some  college.  Many  of  them  may  still 
be  acquiring  their  education,  which 
could  impact  favorably  on  their 
future  financial  status. 

Middle 

Heads  of  household  for  black 
middle  families  were  ages  31 
through  50,  with  an  average  age  of 
39.  In  1985,  income  for  middle  black 
families  was  $22,132,  the  largest 
among  the  three  age  groups.  Not 
only  did  these  heads  of  household 
have  the  most  education,  they  also 
held  the  largest  percentage  of  profes¬ 
sional  jobs  (17%,  compared  to  8% 
for  younger  families  and  4%  for 
older  families).  In  addition,  each 
spouse  was  working  almost  full  time. 


6  Per  person  expenses  refer  to  the  average 
cost  of  that  expenditure  divided  by  the  average 
number  in  the  household  of  that  age  group  or 
family  type. 

7  Savings  included  the  amount  in  bank  ac¬ 
counts  (checking  and  saving),  U.S.  savings 
bonds,  and  stocks  and  bonds. 


Expenditures  by  middle  families 
for  housing,  transportation,  food, 
and  clothing  totaled  $14,468  and  ac¬ 
counted  for  65%  of  their  income,  a 
lower  percentage  than  spent  by 
younger  and  older  families.  Per 
person  expenditures  were  $951  for 
food  and  $411  for  clothing,  highest 
among  the  three  age  groups  —  even 
though  middle  families  had  the  most 
members.  Savings  for  middle 
families  totaled  $5,717.  Forty-eight 
percent  of  middle  families  were 
homeowners. 

Older 

Heads  of  older  families  were  over 
age  50,  with  an  average  age  of  66. 
Their  household  income  was  $13,203 
in  1985.  Expenditures  for  housing, 
transportation,  food,  and  clothing 
totaled  $9,114  or  69%  of  that  in¬ 
come.  Per  person  expenditures  were 
$868  for  food  and  $218  for  clothing. 

At  63%,  older  black  families  were 
more  likely  to  be  homeowners  than 
either  younger  or  middle  families. 
However,  the  difference  in  spending 
on  housing  between  older  and 
younger  households  was  only  $100 
annually  ($3,916  and  $3,816,  respec¬ 
tively),  reflecting  that  36%  of  older 
homeowners  did  not  have  a  mort¬ 
gage.  Older  families  held  the  most  in 
savings  of  the  three  age  groups, 
$25,687. 


Table  3.  Expenditures  as  a  percent  of  after-tax  income,  by  age  for 
black  households,  1985 


Income  and  expenditure 

Younger 

Middle 

Older 

After-tax  income  . 

.  .  .  $10,606 

$22,132 

$13,203 

Percent 

Housing  . 

36.0 

28.7 

29.7 

Transportation . 

24.4 

16.1 

18.7 

Food . 

18.3 

14.4 

16.5 

Clothing . 

7.3 

6.2 

4.2 

Total . 

86.0 

65.4 

69.1 

Source:  U.S.  Department  of  Labor,  Bureau  of  Labor  Statistics,  1985  Consumer  Expenditure  Survey. 


Family  Composition 

How  well  black  households  were 
doing  in  meeting  the  four  essential 
expenditures  varied  by  family  type. 

Husband  and  Wife 

Black  husband-wife  families 
without  children  had  an  income  of 
$20,382.  These  household  heads 
were  the  oldest  of  any  family  type 
with  an  average  age  of  55  years.  Half 
of  these  households  had  heads  with 
less  than  a  high  school  education, 
and  many  were  retired. 

The  sum  of  the  four  expenditures 
for  this  group  totaled  $12,135.  Since 
this  amount  totaled  only  60%  of 
their  income  (see  table  4),  these 
households  were  in  the  best  position 
among  the  family  types  for  saving 
and  spending  in  other  areas.  Black 
husband-wife  households  held  about 
$15,071  in  savings.  At  71%,  husband- 
wife  families  without  children  had 
the  highest  rate  of  home  ownership 
among  the  family  types.  Because 
27%  of  these  homeowners  did  not 
have  a  mortgage,  their  housing  ex¬ 
penditures  ($4,981)  were  only  14% 
more  than  housing  expenditures  for 
single-parent  families  (the  group 
with  the  least  income).  Per  person 
expenditures  for  husband-wife 
families  were  $852  for  food  and  $306 
for  clothing. 

Husband  and  Wife  with  Children 

Black  husband-wife  families  with 
children  had  the  highest  income  of 
the  family  types,  $25,690.  This  group 
also  had  the  highest  percentage  of 
college  graduates  and  professional 
workers.  Husbands  and  wives 
together  worked  a  total  of  79  hours 
per  week.  The  average  age  for  this 
group  of  household  heads  was  42 
years,  and  they  held  $12,309  in 
savings. 

Expenditures  for  housing,  trans¬ 
portation,  food,  and  clothing  totaled 
$17,278,  67%  of  their  income.  Even 
though  families  with  children  on 
average  had  the  most  members 
(four),  their  per  person  expenditures 
of  $886  for  food  and  $340  for  cloth¬ 
ing  was  exceeded  only  by  those  of 
single  persons. 
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Table  4.  Expenditures  as  a  percent  of  after-tax  income,  by  family  type  for  black  households,  1985 


Income  and  expenditure 

Husband 
and  wife 

Husband  and 
wife,  with  child 

Single 

parent 

Single 

person 

Other 

After-tax  income  . 

$20,382 

$25,690 

$9,741 

$9,895 

$14,244 

Percent 

Housing  . 

24.4 

27.3 

43.8 

35.6 

32.1 

Transportation . 

16.5 

20.3 

14.8 

22.0 

15.0 

Food . 

13.7 

14.2 

24.8 

15.9 

17.0 

Clothing . 

4.9 

5.4 

9.0 

6.5 

5.3 

Total . 

59.5 

67.2 

92.4 

80.0 

69.4 

Source:  U.S.  Department  of  Labor,  Bureau  of  Labor  Statistics,  1985  Consumer  Expenditure  Survey. 


Single  Parent 

Single-parent  families  are  a  fast¬ 
growing  segment  of  the  population 
and  also  one  of  the  most  economical¬ 
ly  vulnerable  (3).  This  is  especially 
true  for  black  single-parent  families, 
95%  of  whom  were  headed  by 
females.  In  1985  they  had  the  lowest 
income  ($9,741)  of  any  family  type, 
reflecting  that  37%  were  not  em¬ 
ployed  during  the  year.  Also,  they 
held  only  $892  in  savings.  Although 
only  a  few  single  parents  had  com¬ 
pleted  college,  28%  had  some  col¬ 
lege.  Since  these  were  relatively 
young  families  (the  average  age  of 
the  household  head  was  33),  some 
may  finish  their  education  and  thus 
improve  their  future  well-being. 

Total  spending  on  housing,  food, 
transportation,  and  clothing  ($8,996) 
accounted  for  92%  of  the  single 
parent’s  income.  With  three  mem¬ 
bers  per  household,  per  person 
expenditures  for  food  and  clothing 
were  $799  and  $290,  respectively. 
Expenditures  for  housing  consumed 
44%  of  the  income  of  single-parent 
families,  although  at  18%  they  had 
the  lowest  home  ownership  rate  and 
12%  lived  in  public  housing.  Of  the 
four  major  categories,  only  transpor¬ 
tation  consumed  a  lower  percent  of 
income  for  single-parent  families 
than  for  the  other  family  types, 
reflecting  that  the  majority  of  single¬ 
parent  families,  60%,  did  not  own  a 
car. 


Single  Person 

In  1985  black  single-person 
households  had  an  income  of  $9,895. 
The  sum  of  the  four  expenditures  for 
these  households  was  $7,910  — 

$3,521  for  housing,  $2,178  for 
transportation,  $1,569  for  food,  and 
$642  for  clothing  — representing  80% 
of  their  income.  Because  these  per¬ 
sons  were  living  alone  and  did  not 
share  income  and  expenses  with 
other  household  members,  their 
per  person  expenditures  were  the 
highest  of  the  family  types. 

Among  single  persons,  30%  were 
age  30  and  under,  22%  were  be¬ 
tween  31  and  50  years,  and  48% 
were  over  age  50.  Many  of  their 
spending  and  savings  patterns 
reflected  their  older  age.  For  ex¬ 
ample,  on  average  these  persons  had 
savings  of  $30,458,  the  most  for  any 
family  type.  However,  only  27%  of 
single  persons  were  homeowners, 
and  housing  consumed  36%  of  their 
income.  Single  persons  also  spent  a 
large  portion  of  their  income  on 
transportation,  22%. 

Other 

Families  in  this  other  category 
consisted  of  unrelated  persons  living 
together  or  those  related  in  a  man¬ 
ner  other  than  husband/wife  or 
parent/child.  The  average  age  of  this 
group  was  50  years.  More  than  one- 
half  of  these  household  heads  did 
not  graduate  from  high  school,  and 


many  (45%)  were  either  retired  or 
not  working  during  the  survey  year. 

Other-family  households  had  an 
income  of  $14,244  in  1985  and  held 
$2,542  in  savings.  Housing,  transpor¬ 
tation,  food,  and  clothing  expendi¬ 
tures  totaled  $9,896,  or  69%  of  their 
income.  These  households  averaged 
three  members,  resulting  in  per  per¬ 
son  expenditures  of  $719  for  food 
and  $225  for  clothing,  the  lowest  per 
person  expenditure  of  the  five  family 
types. 

Conclusions 

Spending  by  black  and  white 
households  was  very  similar  when 
only  the  percentage  of  income 
required  to  pay  for  housing,  trans¬ 
portation,  food,  and  clothing  was 
considered.  However,  when  looking 
at  levels  of  spending,  black  house¬ 
holds  spent  much  less  due  to  their 
lower  income. 

The  literature  suggests  that  there 
is  a  widening  gap  between  the 
incomes  of  the  upper  and  lower  in¬ 
come  families  — a  factor  contributing 
to  the  gap  between  black  and  white 
households  (4).  It  also  indicates  that 
the  black  community  is  polarizing 
into  two  groups  — the  comfortable 
middle  class  who  are  becoming  more 
affluent,  and  the  very  poor  who  are 
in  a  cycle  of  poverty  (4). 

This  study  showed  an  average 
income  range  of  $4,116  for  black 
households  in  the  lowest  income 
quintile  to  $47,938  for  those  in  the 
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highest.  Expenditures  for  housing, 
transportation,  food,  and  clothing  re¬ 
quired  more  than  100%  of  income 
for  households  in  the  lowest  quintile 
but  only  a  little  more  than  half  of  in¬ 
come  for  households  in  the  highest. 

Black  households  with  the  higher 
level  of  well-being8  were  those 
whose  heads  were  well  educated, 
had  two  or  more  earners,  or  were 
husband-wife  types  (with  or  without 
children).  These  households  seemed 
to  be  in  a  relatively  good  position  for 
paying  housing,  transportation,  food, 
and  clothing  expenditures  and 
having  funds  left  over  for  other  ex¬ 
penses  and  for  saving.  However, 
many  of  those  who  were  under- 
educated,  younger,  in  single-parent 
households,  or  had  one  or  no  earner 
often  had  total  expenditures  that 
exceeded  income  and,  therefore, 
seemed  to  be  at  financial  risk. 


g 

As  measured  by  a  lesser  percent  of  income 
consumed  by  the  four  essential  expenses. 
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Fair  Credit  and 
Charge  Card 
Disclosure  Act 

The  Federal  Reserve  Board  has 
adopted  final  amendments  to  Regula¬ 
tion  Z,  Truth-in-Lending, 
implementing  the  Fair  Credit  and 
Charge  Card  Disclosure  Act 
(FCCCDA),  Pub.  L.  No.  100-583, 

102  Stat.  2960.  The  purpose  of  the 
law  is  to  provide  a  more  detailed  and 
uniformed  disclosure  of  interest 
rates  and  other  cost  information  in 
applications  and  solicitations  to  open 
credit  and  charge  card  accounts. 

The  new  law  requires  credit  and 
charge  card  issuers  to  provide 
disclosures  to  consumers  in  three 
situations  involving  applications  and 
solicitations  initiated  by  the  creditor: 
direct  mail;  telephone;  and  applica¬ 
tions  made  available  to  the  general 
public. 

The  required  disclosures  must  be 
provided  in  table  form  as  prescribed 
by  the  Board,  in  most  cases.  Specifi¬ 
cally,  credit  and  charge  card  issuers 
must  disclose: 

1.  Each  periodic  rate  that  may  be 
used  to  compute  the  finance  charge 
on  an  outstanding  balance,  expressed 
as  an  annual  percent  rate  (APR). 

2.  The  "regular"  rate  that  will 
apply  to  the  card  account  at  the  end 
of  any  discounted  introductory  rate. 

3.  How  any  variable-rates  are 
determined. 

4.  Any  periodic  or  membership 
fee  imposed  for  the  issuance  of  the 
card,  expressed  as  an  annualized 
amount. 

5.  The  minimum  finance  charge. 

6.  Any  transaction  charge  im¬ 
posed  in  connection  with  the  use  of 
the  card. 

7.  The  grace  period  by  which 
accounts  must  be  repaid  to  avoid 
incurring  a  finance  charge. 

8.  The  method  by  which  finance 
charges  will  be  calculated. 
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9.  That  charges  incurred  are  pay¬ 
able  when  the  statement  reflecting 
those  charges  is  received  by  the 
consumer. 

10.  And  any  additional  fees,  such 
as  for  cash  advances,  late  payments, 
or  exceeding  a  credit  limit. 

In  addition,  card  issuers  that 
impose  fees  to  renew  credit  and 
charge  card  accounts  must  provide 
cardholders  with  renewal  notices, 
including  a  new  set  of  credit  dis¬ 
closures,  before  a  renewal  fee  is  pay¬ 
able;  and  they  must  give  notice  of 
any  increase  in  rate  or  substantial 
decrease  in  coverage  as  a  result  of  a 
change  in  credit  insurance  providers. 

The  law  took  effect  April  3, 1989, 
with  compliance  optional  until 
August  31, 1989,  in  most  cases,  and 
applies  to  "traditional"  credit  and 
charge  card  accounts  that  are  used 
primarily  to  purchase  goods  and  ser¬ 
vices.  Therefore,  applications  and 
solicitations  to  open  overdraft  lines 
of  credit  are  not  covered.  Also  ex¬ 
cluded  are  open-end  lines  of  credit 
accessed  solely  by  account  numbers, 
home  equity  lines  of  credit,  and 
applications  provided  at  the  con¬ 
sumer’s  request.  The  law  requires 
the  Board  to  collect  credit  card  price 
availability  information  from  a  sam¬ 
pling  of  financial  institutions  and 
make  that  information  available  to 
the  public  on  request. 


Source:  Board  of  Governors  of  the  Federal 
Reserve  System,  1989,  Federal  Reserve  Press 
Release  (April  4)  ,  Truth  in  Lending  — Credit 
and  Charge  Card  Disclosure. 
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Expenditures  of 
Families  of  Working 
Wives 

Increased  labor  force  participa¬ 
tion  by  women  has  generated 
interest  in  the  social  and  economic 
consequences  of  their  employment. 
Data  from  the  1984  through  1986 
Consumer  Expenditure  Surveys 
were  used  to  determine  the  effect  of 
a  wage-earning  wife  on  a  family’s  ex¬ 
penditures.  Expenditures  perceived 
to  be  associated  with  the  wife  work¬ 
ing  outside  the  home  were  studied. 
These  included  food  away  from 
home,  women’s  apparel,  child  care, 
vehicle  purchases,  gasoline,  public 
transportation,  housing,  and  pension 
plans  including  Social  Security. 

There  were  two  parts  to  the 
analysis.  First,  the  average  annual 
income  and  expenditures  of  house¬ 
holds  in  which  the  wife  became 
employed  between  the  2nd  and  5th 
interviews  (the  new  earner  group) 
was  compared  with  similar 
households  in  which  the  wife  was  not 
employed  (the  control  group)1.  The 
economic  costs  and  benefits  gained 
from  the  wife’s  employment  were 
defined  in  terms  of  the  changes  in  ex¬ 
penditures  and  income  that  resulted 
from  the  change  in  the  wife’s  employ- 


For  the  Interview  portion  of  the  Survey,  a 
sample  of  consumer  units  is  interviewed  every 
3  months  over  5  consecutive  quarters.  One- 
fifth  of  the  consumer  units  are  replaced  by 
new  units  every  quarter.  About  70%  of  the 
consumer  units  participate  for  all  five  inter¬ 
views.  To  obtain  a  sample  of  sufficient  size  for 
this  analysis,  consumer  units  were  selected 
from  1984  to  1986.  The  resulting  sample  size 
was  175  for  each  group. 


ment  status.  In  the  second  analysis, 
multivariate  regression  analysis  was 
used  to  measure  the  effect  of  the 
wife’s  employment  on  household 
expenditures  for  all  husband-wife 
families.  Husband-wife  families  with 
only  the  husband  employed  (one- 
earner  families)  were  compared  with 
families  in  which  both  husband  and 
wife,  but  no  others,  were  employed 
(two-earner  families).  Differences 
were  also  noted  between  spending  in 
families  in  which  the  wife  worked 
part  time  and  full  time. 

Most  expenditure  and  income 
changes  observed  for  new  earner 
families  were  as  expected.  Income 
after  taxes  increased  17%  after  the 
wife  became  employed;  food  away 
from  home  increased  16%;  child 
care  increased  30%;  and  gasoline  in¬ 
creased  7%  (see  table  1).  Housing 
and  pension  costs  also  increased,  but 
at  a  lower  rate,  and  women’s  apparel 
expenditures  increased  only  slightly. 


Unexpected  anomalies  were  found 
when  comparing  the  new  earners 
with  the  control  group:  The  increase 
for  food  away  from  home  and 
women’s  apparel  was  larger  for  the 
control  group.  This  may  have  been 
just  an  aberration,  because  the  new 
earner  group  experienced  larger 
changes  than  the  control  group  for 
most  expenditures. 

Characteristics  of  families  with  a 
wife  employed  full  time  differed 
from  those  with  an  unemployed  wife. 
For  example,  families  with  both  hus¬ 
band  and  wife  employed  full  time 
were  younger,  had  fewer  children 
and  were  more  likely  to  have 
attended  college  than  one-earner 
families  (see  table  2).  Home  owner¬ 
ship  rates  were  about  the  same  for 
both  groups;  however,  families  with 
two  full-time  earners  were  only  half 
as  likely  to  own  their  home  mortgage 
free.  Also,  families  with  two  full-time 


Table  1.  Income  and  expenditures  of  one-  and  two-earner 
husband/wife  families,  1989 


Two-earner  households 

One-earner  households 

Item 

(New  earners) 

(Control  group) 

Interview  Percent 

Interview  Percent 

#2  #5  change 

#2  #5  change 

Income  before  taxes  . .  .  . 

.  $27,951 

$32,425 

16 

$27,480 

$28,081 

2 

Total  expenditures . 

.  26,160 

27,912 

7 

23,744 

23,796 

0 

Food  away  from  home  . 

937 

1,092 

17 

733 

1,024 

40 

Women's  clothing . 

456 

469 

3 

385 

429 

11 

Child  care  . 

122 

158 

30 

130 

118 

-9 

Vehicles . 

2,423 

1,398 

-42 

1,904 

1,494 

-22 

Gasoline  . 

1,101 

1,180 

7 

1,081 

1,066 

-1 

Public  transportation  .  . 

41 

35 

-15 

33 

18 

-46 

Housing . 

Social  Security  and 

2,593 

2,736 

6 

2,284 

2,363 

3 

pension . 

2,256 

2,380 

5 

2,135 

2,124 

0 

Source:  Jacobs,  Eva,  Stephanie  Shipp,  and  Gregory  Brown,  Families  of  working  wives  spending  more  on  services  and 
nondurables,  Monthly  Labor  Review.  1 12(2):15-23,  U.S.  Department  of  Labor,  Bureau  of  Labor  Statistics. 
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Table  2.  Selected  characteristics  of  husband-wife  families  by  wife’s 
employment  status,  1984-86 


All  husband-wife  families 

Characteristic 

Not  working 

Part-time 

Full-time 

Income  before  taxes  . 

$28,923 

$30,820 

$36,282 

Household  size  . 

3.4 

3.4 

3.0 

Age  of  reference  person  (years)  . 

44.5 

38.3 

37.9 

Number  of  earners  . 

1.0 

2.0 

2.0 

Number  of  vehicles . 

2.2 

2.5 

2.5 

Number  of  children . 

1.3 

1.4 

1.0 

Total . 

33% 

Percent  reporting 

22% 

45% 

Housing: 

Owner  with  mortgage . 

50 

60 

62 

Owner  without  mortgage  .  . 

26 

15 

12 

Renter  . 

24 

25 

26 

Reference  person: 

Race: 

Black . 

5 

5 

9 

White  and  other . 

95 

95 

91 

Education: 

Elementary  (1-8)  . 

10 

4 

5 

High  school  (9-12) . 

47 

39 

43 

College . 

43 

57 

52 

Source:  Jacobs,  Eva,  Stephanie  Shipp,  and  Gregory  Brown,  Families  of  working  wives  spending  more  on  services  and 
nondurables,  Monthly  Labor  Review,  1 12(2):  15-23,  U.S.  Department  of  Labor,  Bureau  of  Labor  Statistics. 


earners  owned  more  vehicles  and  a 
higher  proportion  were  black. 

Families  in  which  the  wife  worked 
part  time  exhibited  some  of  the  char¬ 
acteristics  of  both  one-earner  and 
two  full-time  earner  families.  They 
were,  on  average,  the  same  age  and 
owned  the  same  number  of  vehicles 
as  two  full-time  earner  families,  but 
they  had  about  the  same  number  of 
children  as  one-earner  families. 

Women  contributed  substantially 
to  family  income.  Women  who 
worked  full  time  earned  40%  of  their 
families’  income,  and  those  who 
worked  part  time  earned  29%.  The 
wife  worked  full  time  in  more  than 
half  of  the  families  in  the  highest  in¬ 
come  group  but  in  only  one-third  of 
the  families  in  the  lowest  income 
group.  Income  for  families  with  two 
full-time  earners  was  23%  higher 
than  for  one-earner  families;  for  two- 
earner  families  when  the  wife 
worked  part  time,  income  was  only 
7%  higher. 


Multivariate  tobit  regression 
analysis  was  used  to  examine 
whether  expenditure  differences 
existed  between  one-  and  two-earner 
families  after  controlling  for  certain 
demographic  characteristics  such  as 
total  expenditures,  age,  education, 
region,  urbanization,  family  size,  and 
presence  of  children.  Weights  were 
used  in  the  regression  analysis  so 
that  the  results  apply  to  the  total 
population.  The  coefficients  from 
the  regression  models  were  used  to 
calculate  predicted  expenditures 
and  to  determine  changes  in  expendi¬ 
ture  patterns  over  the  life  cycle. 

The  employment  status  of  the 
wife  was  statistically  significant  in 
explaining  differences  in  the  level  of 
expenditures  for  food  away  from 
home,  child  care,  women’s  apparel, 
gasoline  and  motor  oil,  and  shelter. 
Two-earner  families  spent  signifi¬ 
cantly  more  on  these  expenditures 
except  for  shelter;  when  the  wife 
worked  part  time,  shelter  costs  were 


about  the  same  as  for  families  in 
which  the  wife  was  not  employed. 
Both  groups,  on  average,  had  the 
same  number  of  children  and  thus 
required  similar  housing  space.  In 
addition,  the  average  income  of 
families  in  which  the  wife  worked 
part  time  was  only  slightly  higher 
than  that  of  one-earner  families. 
Expenditures  for  vehicles  were  the 
same  for  one-  and  two-earner 
families,  although  two-earner 
families  owned  slightly  more 
vehicles. 

By  controlling  for  other  explana¬ 
tory  variables,  the  working  status  of 
the  wife  was  determined  to  have  an 
impact  on  the  predicted  expendi¬ 
tures.  For  example,  families  of 
employed  wives  spent  an  average  of 
17  to  18%  more  per  year  on  child 
care  and  about  4%  more  on 
women’s  apparel  than  families  with 
unemployed  wives.  Expenditures  on 
food  away  from  home  were  between 
2  and  3%  higher  if  the  wife  worked. 
Thus,  the  relative  impact  on  expendi¬ 
tures  from  the  wife’s  working 
appears  small  but  significant.  These 
expenditures  appear  to  rise  as 
income  rises  — whether  the  family 
has  one  earner  or  two  earners. 


Source:  Jacobs,  Eva,  Stephanie  Shipp,  and 
Gregory  Brown,  Families  of  working  wives 
spending  more  on  services  and  nondurables, 
Monthly  I  .abor  Review.  112(2):  15-23,  U.S. 
Department  of  Labor,  Bureau  of  Labor 
Statistics. 
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Home  Equity  Lending 

The  use  of  home  equity  loans  by 
Americans  is  increasing.  Contribut¬ 
ing  factors  include  the  growing  equi¬ 
ty  in  homes,  aggressive  promotion  by 
financial  institutions,  and  a  revised 
tax  code  that  retains  the  interest 
deduction  on  real-estate  secured 
debt  but  not  on  other  consumer  bor¬ 
rowing.1  There  are  two  types  of 
home  equity  loans.  The  first,  a  tradi¬ 
tional  home  equity  loan  (often  called 
a  second  mortgage),  is  a  closed-end 
loan  extended  for  a  specified  time 
period  and  generally  requiring  repay¬ 
ment  of  principal  and  interest  in 
equal  monthly  installments.  The 
second  type  is  the  newer  home  equi¬ 
ty  line  of  credit  that  permits  borrow¬ 
ing  from  time  to  time  at  the 
consumer’s  discretion  up  to  the 
amount  of  the  credit  line,  and  typi¬ 
cally  has  more  flexible  repayment 
schedules  than  does  the  traditional 
home  equity  loan.  In  recent  years 
home  equity  lines  of  credit  have  be¬ 
come  the  more  popular  of  the  two 
types,  as  many  creditors  have 
promoted  their  credit  line  plans  with 
discounted  finance  rates  and  waivers 
or  rebates  of  closing  costs  and  fees. 
Both  types  of  home  equity  loans  are 
characterized  by  favorable  interest 
rates  and  tax  deductability. 

To  obtain  information  on  the 
prevalence  and  use  of  home  equity 
loans,  the  Federal  Reserve  Board 
developed  questions  that  were  in¬ 
cluded  in  the  Survey  of  Consumer 
Attitudes  for  July  through  Decem¬ 
ber  1988,  conducted  by  the  Survey 
Research  Center  at  the  University  of 
Michigan.  This  survey  is  one  of  the 
first  that  examines  who  is  using 
home  equity  loans  and  for  what  pur¬ 
pose.  Of  the  3,010  families  that  were 
sampled,  2,011  were  homeowners. 

A  home  equity  line  of  credit  was 
reported  by  5.6%  of  the  home- 
owners  and  a  traditional  home 
equity  loan  was  reported  by  5.3%. 


In  1986  the  Tax  Reform  Act  mandated  the 
gradual  removal  of  federal  income  tax  deduc¬ 
tions  for  interest  paid  on  nonmortgage  con¬ 
sumer  credit. 


Both  types  of  home  equity  loans 
are  more  likely  to  be  taken  out  by 
consumers  who  are  well  educated, 
middle  aged,  have  relatively  high  in¬ 
come,  and  who  have  a  large  amount 
of  equity  built  up  in  their  homes. 
Before  the  midseventies,  home  equi¬ 
ty  loans  were  obtained  most  often 
through  consumer  finance  com¬ 
panies,  second  mortgage  companies, 
and  individuals.  Today,  commercial 
banks,  savings  institutions  (savings 
and  loan  associations  and  savings 
banks),  credit  unions,  finance  com¬ 
panies,  and  brokerage  firms 
dominate  the  home  equity  loan 
market. 

Home  equity  loans  are  more 
popular  in  the  Northeast,  where 
20%  of  homeowners  are  borrowers 
against  home  equity,  compared  with 
7%  to  10%  of  homeowners  in  the 
other  three  regions  of  the  country. 
Many  of  the  financial  institutions 
that  have  aggressively  promoted 
home  equity  loan  products  are  lo¬ 
cated  in  the  Northeast,  and  incomes 
and  real  estate  values  have  increased 
rapidly  in  that  part  of  the  country. 

The  most  common  uses  of  both 
types  of  home  equity  loans  are  to 
finance  home  improvements  and  to 
repay  other  debts.  Consumers  most 
often  use  credit  line  borrowing  for 
educational  and  medical  expenses 
and  vacations,  and  traditional 
closed-end  loans  for  real  estate  pur¬ 
chases.  The  differing  features  of  the 
two  products  explain  the  differences 
in  their  use.  The  convenient  avail¬ 
ability  of  multiple  draws  on  the 
credit  lines  are  attractive  to  con¬ 
sumers  for  relatively  small  purchases 
(home  appliances),  for  unantici¬ 
pated  outlays  (medical  expenses), 
and  for  outlays  recurring  over  time 
(college  tuition).  In  contrast,  real  es¬ 
tate  transactions  often  are  large,  one¬ 
time  events  that  may  be  relatively 
better  financed  with  a  traditional 
home  equity  loan. 

Differences  exist  between  holders 
of  credit  lines  and  users  of  tradition¬ 
al  home  equity  loans.  In  1987 
families  with  credit  line  accounts 
had  median  incomes  of  $51,000, 
families  with  traditional  home  equity 
loans  had  median  incomes  of 


$43,000,  and  families  with  a  first 
mortgage  (no  home  equity  loan)  had 
median  incomes  of  $38,000.  Median 
amounts  of  home  equity  were 
$83,000  for  holders  of  credit  line 
accounts,  $43,000  for  consumers 
with  traditional  home  equity  loans, 
and  $35,000  for  those  with  a  first 
mortgage  only. 

Users  of  traditional  home  equity 
loans  on  average  owe  considerably 
more  than  credit  line  users.  In  1988, 
25%  of  consumers  using  traditional 
home  equity  loans,  compared  with 
9%  of  credit  line  users,  owed 
$25,000  or  more.  The  amounts  that 
consumers  owe  on  home  equity  lines 
of  credit  are  typically  well  below  the 
maximum  amounts  allowed  under 
their  plans.  Many  credit  line  holders 
(41%)  have  no  balance  outstanding. 
Of  these,  85%  have  never  used  their 
account,  but  appear  to  have  estab¬ 
lished  them  as  standby  lines  of  credit 
with  no  immediate  use  intended. 

Consumers  obtaining  home  equi¬ 
ty  loans  are  protected  by  two  recent 
statutes.  The  Competitive  Equality 
Banking  Act  of  1987  (CEBA) 
requires  creditors  to  place  a  rate 
ceiling  on  newly  established  home 
equity  lines  that  have  an  adjustable 
interest  rate.  The  Home  Equity 
Loan  Consumer  Protection  Act  of 
1988  (HELCPA)  expands  the 
coverage  of  preexisting  rules  on  dis¬ 
closure  and  advertising  for  home 
equity  lines,  requires  distribution  of 
an  information  brochure  about 
them,  and  places  a  variety  of  substan¬ 
tive  restrictions  on  contract  terms 
and  conditions. 

The  growing  importance  of  home 
equity  debt  in  household  balance 
sheets  does  not  appear  to  have  ex¬ 
panded  the  total  volume  of  house¬ 
hold  borrowing.  Home  equity  credit 
lines  are  being  used  primarily  as 
substitutes  for  other  types  of  debt. 


Source:  Canner,  Glenn  B.,  Charles  A. 
Luckett,  and  Thomas  A.  Durkin,  1989,  Home 
equity  lending,  Federal  Reserve  Bulletin 
75(£):333-344,  Board  of  Governors  of  the 
Federal  Reserve  System. 
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Living  Arrangements 
and  Marital  Status  of 
Households  and 
Families1 

In  1988  there  were  91.1  million 
households  in  the  United  States 
(see  table),  an  increase  of  1.6  million 
from  the  previous  year  and  10.3 
million  since  1980.  This  increase  was 
lower  than  the  12.6  million  increase 
in  the  1970-78  period.  Families  ac¬ 
counted  for  an  estimated  72%  of  all 
households  in  1988,  compared  with 
74%  in  1980  and  81%  in  1970.  Fami¬ 
ly  households  do  not  necessarily  in¬ 
clude  children,  but  until  recently,  a 
majority  of  the  families  had  at  least 
one  child  among  their  members.  In 
1988  there  were  31.9  million  family 
households  with  a  child  under  age  18 
at  home,  and  33.2  million  family 
households  with  no  children  present. 
In  1980,  however,  the  majority  of 
families  had  children  under  18  living 
at  home  (31.0  million  compared  with 
28.5  million  without  children). 

In  recent  years,  two-parent 
families  have  declined  both  in  num¬ 
ber  and  as  a  proportion  of  all  house¬ 
holds.  These  families  accounted  for 
27%  of  households  in  1988,  down 
from  40%  of  all  households  in  1970. 
Married-couple  families  with  one  or 
two  children  under  age  18  are  more 
numerous  than  they  were  in  1970, 
but  the  increasing  number  of  these 
relatively  small  families  has  been 
more  than  offset  by  a  significant 
decline  in  the  number  of  two-parent 
families  with  three  or  more  children. 


^  The  terms  household  and  family,  used  by 
the  Bureau  of  the  Census,  do  not  necessarily 
describe  the  same  type  of  living  arrangement. 
Family  households  consist  of  at  least  two 
persons  —  the  householder  and  one  or  more 
additional  persons  related  to  the  householder 
through  birth,  marriage,  or  adoption. 
Nonfamily  households  include  persons  living 
alone  and  householders  living  with  one  or 
more  other  persons  who  are  not  related  to 
the  householder. 


Table  1.  Household  composition,  1970  to  1988 


Type  of  household 
(numbers  in  thousands) 

1988 

1980 

1970 

Number  of  households 

All  households 

91,066 

80,776 

63,401 

Family  households 

65,133 

59,550 

51,456 

No  children  under  18  . 

33,213 

28,528 

22,725 

With  own  children  under  18  .  .  . 

31,920 

31,022 

28,732 

One  child  . 

13,578 

12,443 

9,350 

Two  children . 

11,911 

11,470 

8,942 

Three  or  more  children  . 

6,431 

7,109 

10,440 

Married-couple  family 

51,809 

49,112 

44,728 

No  own  children  under  18  .  .  .  . 

27,209 

24,151 

19,196 

With  own  children  under  18  .  .  . 

24,600 

24,961 

25,532 

One  child  . 

9,904 

9,671 

8,163 

Two  children . 

9,576 

9,488 

8,045 

Three  or  more  children  . 

5,120 

5,802 

9,325 

Other  family,  male  householder 

2,715 

1,733 

1,228 

No  own  children  under  18  .  .  .  . 

1,669 

1,117 

887 

With  own  children  under  18  .  .  . 

1,047 

616 

341 

One  child  . 

657 

374 

179 

Two  children . 

296 

165 

87 

Three  or  more  children  . 

94 

77 

75 

Other  family,  female  householder 

10,608 

8,705 

5,500 

No  own  children  under  18  .  .  .  . 

4,335 

3,261 

2,642 

With  own  children  under  18  .  .  . 

6,273 

5,445 

2,858 

One  child  . 

3,017 

2,398 

1,008 

Two  children . 

2,039 

1,817 

810 

Three  or  more  children  . 

1,217 

1,230 

1,040 

Nonfamily  householder 

25,933 

21,226 

11,945 

Living  alone  . 

21,889 

18,296 

10,851 

Male  householder . 

11,310 

8,807 

4,063 

Living  alone  . 

8,788 

6,966 

3,532 

Female  householder . 

14,624 

12,419 

7,882 

Living  alone  . 

13,101 

1 1 ,330 

7,319 

Source:  U.S.  Department  of  Commerce,  Bureau  of  the  Census,  1988,  Households.  Families.  Marital  Status  and  Living 
Arrangements:  March  1988  (Advance  Report).  Series  P-20,  No.  432. 


Nonfamily  households  accounted 
for  45.7%  of  the  total  net  increase  in 
households  from  1980  to  1988. 

About  85%  of  these  households  in 
1988  were  composed  of  persons  liv¬ 
ing  alone.  Women  accounted  for  6  in 
10  of  these  single  person  households. 
There  were  2.6  million  unmarried 
couple  households  in  1988,  repre¬ 
senting  about  5%  of  the  54.4  million 
married  and  unmarried  couples/ 


9 

“  The  Bureau  of  the  Census  defines  an  un¬ 
married  couple  as  two  persons  of  the  op¬ 
posite  sex  who  share  their  living  quarters;  no 
more  than  two  unrelated  adults  are  present, 
but  the  household  may  contain  one  or  more 
children  under  age  15.  Unmarried  couples 
may  include  boyfriend/girlfriend  relation¬ 
ships,  tenant-owner  situations,  or  paid 
employees  of  the  householder. 


The  number  of  unmarried  couples 
increased  by  63%  between  1980  and 
1988,  compared  with  an  increase  of 
117%  between  1970  and  1978. 

Fewer  children  per  family,  an 
increase  in  one-parent  households, 
postponement  of  marriage,  and  an 
increase  of  persons  living  alone  all 
contribute  to  a  decline  in  average 
household  size.  In  1988  there  were 
2.64  persons  per  household,  com¬ 
pared  with  2.76  in  1980  and  3.14  in 
1970.  Average  family  size  has  also 
declined,  falling  to  3.17  in  1988  from 
3.29  in  1980  and  3.58  in  1970. 


16 


Vol.  2  No.  3  Family  Economics  Review 


In  1988  the  median  age  at  first 
marriage  was  25.9  years  for  men  and 
23.6  years  for  women.  Since  1956 
median  age  at  first  marriage  has 
been  rising  for  both  men  and 
women.  The  trend  toward  post¬ 
poning  marriage  may  reflect  a 
greater  commitment  among  some 
young  adults  to  further  their  educa¬ 
tion  or  to  establish  themselves  in  a 
career  prior  to  assuming  family 
responsibilities. 


Source:  U.S.  Department  of  Commerce, 
Bureau  of  the  Census,  1988,  Households. 
Families.  Marital  Status  and  living  Arrange¬ 

ments:  March  1988  (Advance  Report).  Series 
P-20,  No.  432. 


Support  Networks 
Among  American 
Families 

American  families  are  generally 
nuclear  — consisting  of  only  parents 
and  children  — and  economically  self- 
sufficient.  Not  all  households,  how¬ 
ever,  are  able  to  maintain  financial 
independence.  Information  on  sup¬ 
port  networks  among  families  was 
collected  in  a  supplement  to  the 
Survey  of  Income  and  Program 
Participation  (SIPP)  conducted 
between  January  1985  and  April 
1985.  Approximately  17,000  house¬ 
holds  were  interviewed  across  the 
Nation. 

Support  payments  were  defined 
as  regular  cash  payments,  during  the 
12-month  period  prior  to  the  inter¬ 
view,  for  the  support  of  persons 
living  outside  the  respondent’s 
household.  These  payments  include 
court-ordered  alimony  and  support 
payments  for  women  and  children, 
other  regular  voluntary  cash  pay¬ 
ments  to  children  and  ex-spouses, 
and  lump-sum  payments  to  any 
others  living  outside  the  provider’s 
household.  Excluded  from  con¬ 
sideration  are  cash  gifts  and  cash 
transfers  for  educational  expenses  to 


own  children  living  temporarily  away 
from  home  at  school,  and  noncash 
transactions  such  as  food,  clothing, 
or  services  to  individuals,  however 
important  they  may  have  been  to  the 
recipients. 

In  1985  approximately  6.3  million 
persons  (3.7%  of  the  population  18 
years  old  and  over)  provided  finan¬ 
cial  support  for  about  9.9  million  per¬ 
sons  not  living  in  the  household  with 
them.  Of  these  providers,  63%  sup¬ 
ported  children  only,  31%  supported 
adults  only,  and  6%  assisted  both 
children  and  adults. 

The  average  amount  of  support 
was  $3,006  annually  or  approximate¬ 
ly  8%  of  the  provider’s  family  in¬ 
come.  The  average  payment  made 
by  the  4.3  million  providers  support¬ 
ing  children  outside  their  house¬ 
holds  was  $2,607  annually,  compared 
with  $3,276  annually  for  the  2.3 
million  providers  supporting  adults. 
For  both  groups  of  recipients  these 
payments  averaged  approximately 
8%  of  the  provider’s  family  income. 
The  relatively  few  providers  who  sup¬ 
ported  both  children  and  adults 
made  considerably  higher  annual 
payments:  $8,387,  approximately 
19%  of  the  provider’s  family  income. 

In  1985,  4  million  fathers  reported 
supporting  6.7  million  children 
under  21  years  old  living  outside 
their  households.  Slightly  less  than 
half  of  these  men  were  currently 
married  and  supporting  resident 
family  members.  Three-quarters  of 
these  men  were  25  to  44  years  old. 
Average  payment  was  approximately 
$2,550  representing  about  8%  of  the 
provider’s  income. 

An  estimated  553,000  men 
provided  some  regular  financial  as¬ 
sistance  to  their  ex-wives  (380,000) 
or  to  their  current  wives  (173,000) 
living  elsewhere.  Approximately  3  in 
10  of  these  men  were  currently  mar¬ 
ried  with  a  wife  present.  Support 
payments  by  men  to  wives  or  ex- 
wives  averaged  about  $6,000  annual¬ 
ly;  these  payments  accounted  for 
11%  of  the  men’s  family  income, 
which  averaged  $54,033. 


Characteristics  of  Support 
Providers 

Age  and  sex.  The  majority  (62%) 
of  persons  supporting  someone  out¬ 
side  their  households  were  young 
adults  25  to  44  years  old,  28%  were 
45  to  64  years  old,  3%  were  under  25 
years  old,  and  7%  were  over  65 
years.  The  age  distribution  of  the 
providers  reflects  their  likelihood  of 
having  extended  family  ties  and 
potential  recipients  of  financial  assis¬ 
tance.  Providers  45  to  64  years  old 
were  about  as  likely  to  support 
children  (44%)  as  to  support  adults 
(50%),  and  although  they  are 
sandwiched  between  dependent 
generations,  only  7%  supported  both 
adults  and  children  at  the  same  time. 
Among  older  providers  65  years  and 
over,  94%  supported  adults.  About 
one-half  of  all  dependent  persons  in 
nursing  homes  received  support 
from  persons  who  were  themselves 
65  years  and  over,  most  likely  a 
noninstitutionalized  spouse. 

The  average  annual  payment  per 
provider  65  years  old  and  over  sup¬ 
porting  adults  was  $4,658,  whereas 
that  per  provider  25  to  44  years  old 
supporting  adults  was  $2,541.  The 
majority  of  providers  were  men 
(84%)  and  most  of  them  supported 
children  only  (69%).  Men  also  pro¬ 
vided  greater  amounts  of  support; 
their  payments  averaged  $3,198, 
or  8%  of  their  family  income.  In  con¬ 
trast,  women’s  payments  averaged 
$1,987,  or  5%  of  their  family  income. 

Family  and  marital  status.  Of  all 
adults  receiving  assistance,  34% 
were  parents  of  their  providers,  7% 
were  current  spouses  living  outside 
the  household,  and  15%  were 
former  spouses.  Married  providers 
were  more  likely  to  be  supporting 
children  under  21  years  (61%,  with 
average  payments  of  $2,436)  than 
adults  (42%,  with  an  average  pay¬ 
ment  of  $2,655).  Divorced  providers 
were  more  likely  to  support  minor 
children  (87%,  with  an  average  pay¬ 
ment  of  $2,901),  but  less  likely  to 
support  adults  (22%). 
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The  majority  (64%)  of  parents 
receiving  assistance  but  living  apart 
from  their  children  received  it  from 
their  sons.  Among  the  500,000 
children  21  years  old  and  over  who 
received  financial  support  from  their 
parents,  about  44%  received  support 
from  their  mothers.  This  is  in  con¬ 
trast  to  the  incidence  of  financial 
support  received  by  children  under 
21  years  of  age,  where  only  6%  of 
the  recipients  received  help  from 
their  mothers.  Overall,  payments 
received  by  older  children  averaged 
$3,755,  compared  with  $1,600 
received  per  child  under  21. 

Children  21  and  over  are  probably 
recipients  of  voluntary  payments 
from  either  a  father  or  mother  or 
both,  who  are  attempting  to  main¬ 


tain  consistency  in  their  children’s 
living  standards. 

Odds  of  being  a  provider.  The 
odds  that  any  person  18  years  and 
over  in  1985  will  be  a  provider  of 
financial  support  to  someone  living 
outside  his  or  her  household  are  very 
low:  for  every  person  providing  sup¬ 
port,  there  are  26  persons  who  do 
not.  Some  groups  are  more  likely  to 
be  providers  than  others.  Men  and 
persons  with  marital  disruptions  are 
more  likely  than  women  and  persons 
neither  separated  nor  divorced  to  be 
providers  — both  by  a  6  to  1  ratio.  In 
general,  persons  25  to  44  years  old 
are  about  twice  as  likely  to  be 
providers  as  persons  65  years  and 
over.  Also,  persons  living  in  families 
with  incomes  over  $45,000  are  about 


twice  as  likely  to  be  providers  as 
those  living  in  families  with  incomes 
under  $15,000.  Because  a  person’s 
age,  marital  status,  and  sex  are 
directly  associated  with  having 
dependent  children,  elderly  parents, 
or  ex-spouses,  these  characteristics 
have  a  greater  bearing  on  the  likeli¬ 
hood  of  a  person  being  a  provider 
than  economic  status  or  education. 
However,  socioeconomic  factors 
gain  importance  in  determining  the 
amount  of  payments. 


Source:  U.S.  Department  of  Commerce, 
Bureau  of  the  Census,  1988,  Who’s  Helping 
Out?  Support  Networks  Among  American 

Families.  Current  Population  Reports, 
Household  Economic  Studies,  Series  P-70, 
No.  13. 
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New  USDA  Charts 


Chart  143 

Median  income  by  family  type  and  race 


Chart  144 

Personal  Income  sources 


$  thousand 


Married 

couple 


33.5 

26.6 
24.1 


Female 

single 

parent 


1986  data.  Source:  Bureau  of  the  Census. 


Percent 


Social  insurance  includes  government  transfer  payments,  less  personal  contributions. 
Source:  Bureau  of  Economic  Analysis. 


Chart  145 

Poverty  rates  for  individuals 
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Source:  Bureau  of  the  Census. 


Vol.  2  No.  3  Family  Economics  Review 


19 


Cost  of  Food  at  Home 

Cost  of  food  at  home  estimated  for  food  plans  at  4  cost  levels,  May  1989,  U.S.  average  1 


Cost  for  1  week 

Cost  for  1  month 

Sex-age  group 

Thrifty 

plan 

Low-cost 

plan 

Moderate- 
cost  plan 

Liberal 

plan 

Thrifty 

plan 

Low-cost 

plan 

Moderate- 
cost  plan 

Liberal 

plan 

FAMILIES 

Family  of  2:  2 

20-50  years . 

$44.90 

$56.60 

$69.90 

$87.00 

$194.30 

$245.20 

$302.90 

$377.20 

51  years  and  over . 

42.30 

54.30 

67.20 

80.50 

183.80 

235.70 

291.30 

348.80 

Family  of  4: 

Couple,  20-50  years  and  children  — 

1-2  and  3-5  years . 

65.20 

81.30 

99.30 

122.30 

282.10 

352.00 

430.90 

529.90 

6-8  and  9-1 1  years . 

74.70 

95.50 

119.50 

144.10 

323.80 

413.70 

517.80 

624.60 

INDIVIDUALS3 

Child: 

1-2  years . 

11.70 

14.30 

16.60 

20.10 

50.70 

61.80 

72.10 

87.10 

3-5  years . 

12.70 

15.50 

19.20 

23.10 

54.80 

67.30 

83.40 

99.90 

6-8  years . 

15.50 

20.60 

25.80 

30.10 

67.30 

89.30 

111.60 

130.40 

9-1 1  years . 

18.40 

23.40 

30.20 

34.90 

79.90 

101.50 

130.80 

151.30 

Male: 

12-14  years . 

19.30 

26.60 

33.20 

38.90 

83.70 

115.10 

143.90 

168.50 

15-19  years . 

20.00 

27.50 

34.10 

39.60 

86.70 

119.00 

147.60 

171.50 

20-50  years . 

21.40 

27.40 

34.20 

41.50 

92.70 

118.60 

148.40 

179.80 

51  years  and  over . 

19.40 

26.00 

32.10 

38.50 

84.30 

112.80 

139.10 

166.90 

Female: 

12-19  years . 

19.10 

23.00 

27.90 

33.80 

82.90 

99.70 

121.10 

146.50 

20-50  years . 

19.40 

24.10 

29.30 

37.60 

83.90 

104.30 

127.00 

163.10 

51  years  and  over . 

19.10 

23.40 

29.00 

34.70 

82.80 

101.50 

125.70 

150.20 

1  Assumes  that  food  for  all  meals  and  snacks  is  purchased  at  the  store  and  prepared  at  home.  Estimates  for  the  thrifty  food  plan  were  com¬ 
puted  from  quantities  of  foods  published  in  Family  Economics  Review  1984(1).  Estimates  for  the  other  plans  were  computed  from  quantities 
of  foods  published  in  Family  Economics  Review  1983(2).  The  costs  of  the  food  plans  are  estimated  by  updating  prices  paid  by  households 
surveyed  in  1977-78  in  USDA’s  Nationwide  Food  Consumption  Survey.  USDA  updates  these  survey  prices  using  information  from  the 
Bureau  of  Labor  Statistics,  CPI  Detailed  Report,  table  3,  to  estimate  the  costs  for  the  food  plans. 

2  10  percent  added  for  family  size  adjustment.  See  footnote  3. 

3  The  costs  given  are  for  individuals  in  4-person  families.  For  individuals  in  other  size  families,  the  following  adjustments  are  suggested: 
1-person— add  20%;  2-person -add  10%;  3-person -add  5%;  5-  or  6-person— subtract  5%;  7-  or  more-person -subtract  10%. 


Scientist  Position  Vacancy  Announcement 


The  Family  Economics  Research 
Group  is  seeking  a  Family 
Economist.  Economist,  or  Home 
Economist  for  a  scientist  position. 

The  Group  is  part  of  the  Agricul¬ 
tural  Research  Service  of  the  U.S. 
Department  of  Agriculture.  Offices 
are  located  in  a  Northeast  suburb  of 
Washington,  DC,  near  the  University 
of  Maryland. 

Responsibilities  include  conduct¬ 
ing  family  economics  research 


projects,  reporting  findings  in  Family 
Economic  Review  and  other  research 
journals,  and  providing  leadership  to 
a  research  team.  Qualifications  in¬ 
clude  a  Ph.D.  in  Home  Economics, 
Economics,  or  a  related  field. 

For  application  information,  con¬ 
tact:  Dr.  Frankie  N.  Schwenk,  Re¬ 
search  Leader,  USDA-ARS-FERG, 
439  Federal  Building,  6505  Belcrest 
Road,  Hyattsville,  Maryland  20782, 
(301)  436-8461. 
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Consumer  Prices 

Consumer  Price  Index  for  all  urban  consumers  [1982-84  =  100] 


Unadjusted  indexes 

Group 

May 

April 

March 

May 

1989 

1989 

1989 

1989 

All  items . 

123.8 

123.1 

122.3 

117.5 

Food  . 

124.9 

124.2 

123.5 

117.0 

Food  at  home  . 

124.4 

123.5 

122.7 

115.1 

Food  away  from  home  . 

126.7 

126.2 

125.7 

121.0 

Housing . 

122.1 

121.6 

121.5 

117.7 

Shelter . 

131.8 

131.2 

131.2 

126.2 

Renters’  costs1 . 

137.8 

137.9 

138.6 

133.1 

Homeowners'  costs1  . 

136.2 

135.4 

135.0 

129.9 

Household  insurance1  . 

132.1 

131.4 

131.3 

128.2 

Maintenance  and  repairs . 

117.4 

117.3 

117.1 

114.3 

Maintenance  and  repair  services . 

120.2 

119.8 

119.6 

117.8 

Maintenance  and  repair  commodities  . 

113.8 

114.1 

113.8 

109.8 

Fuel  and  other  utilities  . 

107.0 

106.2 

105.9 

103.5 

Fuel  oil  and  other  household  fuel  commodities . 

81.5 

82.5 

81.5 

80.0 

Gas  (piped)  and  electricity  . 

106.1 

105.0 

104.8 

102.6 

Household  furnishings  and  operation  . 

110.8 

110.7 

110.5 

109.3 

Housefurnishings . 

104.7 

105.0 

105.1 

104.9 

Housekeeping  supplies . 

120.9 

119.6 

118.5 

114.1 

Housekeeping  services . 

117.3 

117.1 

116.9 

114.8 

Apparel  and  upkeep . 

120.4 

120.9 

119.3 

116.3 

Apparel  commodities  . 

118.6 

119.3 

117.5 

114.8 

Men’s  and  boys’ apparel . 

117.8 

117.2 

115.9 

113.6 

Women’s  and  girl’s  apparel  . 

119.5 

121.5 

119.4 

117.3 

Infants'  and  toddlers  apparel  . 

125.4 

123.6 

118.5 

117.7 

Footwear  . 

114.9 

115.3 

114.1 

109.7 

Apparel  services  . 

129.9 

128.9 

128.5 

122.8 

Transportation . 

116.0 

114.6 

111.9 

108.1 

Private  transportation  . 

115.0 

113.6 

110.7 

107.0 

New  vehicles  . 

119.2 

119.2 

119.4 

115.9 

Used  cars . 

121.0 

120.7 

120.5 

117.0 

Motor  fuel . 

96.6 

92.1 

81.5 

81.4 

Automobile  maintenance  and  repair  . 

124.3 

123.8 

123.5 

119.3 

Other  private  transportation  . 

135.6 

134.7 

134.5 

126.3 

Other  private  transportation  commodities  . 

101.5 

100.8 

100.1 

98.9 

Other  private  transportation  services  . 

142.9 

142.0 

141.9 

132.0 

Public  transportation  . 

128.9 

128.4 

128.2 

122.4 

Medical  care  . 

147.5 

146.8 

146.1 

137.5 

Medical  care  commodities . 

150.0 

148.4 

147.2 

139.0 

Medical  care  services . 

146.9 

146.4 

145.9 

137.2 

Professional  medical  services . 

145.2 

144.9 

144.4 

136.4 

Entertainment . 

125.5 

125.4 

124.7 

119.7 

Entertainment  commodities . 

119.3 

119.0 

118.5 

114.5 

Entertainment  services . 

133.9 

134.0 

132.9 

126.9 

Other  goods  and  services  . 

145.4 

144.7 

144.4 

135.1 

Personal  care  . 

124.8 

124.1 

123.6 

118.7 

Toilet  goods  and  personal  care  appliances . 

122.7 

122.6 

122.4 

117.2 

Personal  care  services . 

126.8 

125.4 

124.8 

120.1 

Personal  and  educational  expenses  . 

155.2 

154.9 

154.6 

145.5 

School  books  and  supplies . 

155.2 

155.2 

155.1 

146.4 

Personal  and  educational  services . 

155.4 

155.1 

154.7 

145.6 

1  Indexes  on  a  December  1982  =  100  base. 


Source:  U.S.  Department  of  Labor,  Bureau  of  Labor  Statistics. 
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